
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATION OF HARRISON COUNTY ) 
RURAL ELECTRIC COOPERATIVE CORPORATION, ) 
INC. FOR AN ADJUSTMENT TO ITS RETAIL 1 CASE NO. 94-432 
ELECTRIC POWER TARIFFS ) 

ORDER 

On December 2, 1994, Harrison County Rural Electric 

Cooperative Corporation, Inc. ("Harrison Countyvo) filed an 

application to reduce its rates for retail electric service by 

$730,444 annually effective January 1, 1995. The proposed rate 

reduction was designed to pass on to Harrison County's customers a 

decrease in power costs proposed by Harrison County's wholesale 

power supplier, East Kentucky Power Cooperative, Inc. ("East 

Kentucky") .' The decrease in power costs proposed by East Kentucky 

became effective January 1, 1995, subject to further modification, 

and Harrison County's proposed rates became effective 

simultaneously under the same condition. 

Intervening in this matter was the Attorney General of the 

Commonwealth of Kentucky, by and through his Public Service 

Litigation Branch ("AG"), A public hearing was held April 25, 1995 

at the Commission's offices in Frankfort, Kentucky, 

1 Case No. 94-336, The Application of East Kentucky Power 
Cooperative, Inc. for an Adjustment to Its Wholesale Power 
Tariffs. 



On July 25, 1995, the Commission approvod a rate decrease for 

East Kentucky which was greater than it had propooed. Conaequent- 

ly, Harrison County’s power costs will decrease by an additional 

$120,590 annually for a total decrease of $851,034 annually. The 

manner in which this total deareaoe is padeod on to Harrison 

County’s customers through reduced rates is d~scueeed bolow, 

Harrison County proposed to reduco its rates to refloct the 

full amount of East Kentucky’s wholesale rate reduction. HarrhOn 

County utilized an “equal reduction per Kwh” methodology which 

provides retail customers the name reduction per Kwh for all energy 

charges. This approach results in a etraight pase-through of the 

East Kentucky decrease with no change to Harrieon County’e existing 

rate design and no impact on its financial condition. Harrinon 

County was one of fourteen customers of Eaet Kentucky utilizing 

thie methodology while three others utilized the !lequal percontage 

of revenue” methodology. 

The AQ recommends that the decrease be allocated on an equal 

percentage of revenue approach. The AQ contends that this is the 

most equitable approach and its use here, in the aboence of a coet- 

of-service study, is analogous to its uoe by tho Commisoion in 

general rate cases when no cost-of-service studieo are acceptable 

for revenue allocation purposes. The AQ also questioned the 

continuation of the Electric Thermal Storage (‘tETSoo) program and 

urged, if the program is continued, that retail ET8 rates not be 

set below East Kentucky’s wholeeale off-peak energy rates. 
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In rebuttal, HarrieOn chunty eontended that b0th revenue 

allocation methodologies are reaeonable and that: one aheuld not be 

favored over the other. Harrieon Cbunty alee aupperted Eaet 

Kentucky's ET9 program and uryed that the exiating RTS rate 

structure bo maintained. 

Based on the evidence of reeord and baing otherwiee 

sufficiently advioed, the Commieeion will approve the %qual 

reduction per KwlrII approach for allocating the decreaa@ to retail 

rata claseos for the following reanone. (1) The wh0la~aale rata 

decrease from East Kentucky Condate of decr@ati@d energy chargaa 

(per Kwh) I therefore, an equal reduction per Kwh i a  a reaeenable 

approach for the retail peen-through of the WhOlQf3elf2 p 0 w ~ r  coat 

decrease. ( 2 )  When a change in rotail rate% i% ceuoad by a change 

in only P I L ~  expenee item, purchened power, it ia neither neceaaary 

nor appropriate to uae a lkpercentage of revenue" allocation 

methodology. The Commieeion ha6 at timen utilinad such a 

methodology where revenuee ere edjunted to reflect changea in 

multiple expenses. Here, however, revenuea are being changed to 

reflect only one expense, purchaeed power. Under theae 

circumstances, it is logical end reaeonable thet a Change in coat 

be identified and reflected in the reeulting change in retail 

rates. 

The ET9 rate issue is eeeentielly moot due to the Cornmieaion'e 

decieion in East Kentucky'e rete cane to eet the wholeaale off-peak 



energy rates well below the retail ET9 rate. Tho Cornmiasion, 

therefore, will approve the continuation of the axinting ET8 rata 

structure. 

IT IS THEREFORE ORDERED that1 

1, The rates in Appendix A, attached hareto and incorporatad 

herein, are approved for sorvice rondered on and after the data of 

this Order. 

2 .  Within 20 deye of tho date of thio Order, Harriaon County 

shall file with the Cornmiseion revised tariff nheatn netting out 

the rates approved herein. 

Done at Frankfort, Kentucky, thie 26th b y  of sly, 1995, 

PUBLIC SERVICE COMMISSION 

, 

ATTEST : 

Executive Director 



APPENDIX A 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO, 9 4 - 4 3 1  DATED JULY 26, 199s. 

Tho following rateo and chargao ara greearibad for the 

cuotomere in the moa oorvod by Ilarriaon County Rural Electric 

Cooperative Corporation. All other ratao and chargee not 

apecifically mantionad haroin ahall remain the earno ae thoae in 

affect undar authority of thio Commieaion prior to the affectivo 

data of thie Order. 

BBtLBBl 
All KWH Wood Q.06058 Par KWH 

W I  

All KWH Used $.03635 Per KWH 

RkLtSR: 

All KWH Uecd $.06026 Per KWH 

E5lxa: 
All KWH Used $.03566 Par KWH 



. 

$.03314 Per KWH 
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All KWH Ucsad S.03229 Per KWH 

Firot 4 1 5  KWH par KW of Billing Damand $ . o a w a  
All Remaining KWH , oaaao 

Mercury Vapor 175 Watto ( 73 KWH/lamp) $ 0 . 2 4  Per Month 
Mercury Vapor 400 Watto (154 KWH/lamp) 13.85 Per Month 
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